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Foreword 


This guide provides an overview of Alternative Funding Arrange- 
ments describing the objectives, main features, operational pro- 
cesses and procedures involved. 

It is not intended to cover technical detail in depth. Instead, it 
offers basic information for managers and others, helping them 
understand the full potential of Alternative Funding Arrange- 
ments. Please note the phrase “Indian Councils” in the text 
includes Bands and Tribal Councils. 

More detailed technical information about Alternative Funding 
Arrangements is available on request from departmental regional 
offices or from: 


Alternative Funding Arrangements 
Indian and Northern Affairs Canada 
Ottawa, Ontario 

K1A 0H4 

Tel. (819) 994-0010 
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Introduction 


For many years, Indian leaders have sought a relationship with the 
federal government and with citizens of Canada which would re- 
cognize the authority of Indian communities to manage and con- 
trol their own affairs. 

During the 1970s and early 1980s, the federal government pur- 
sued a policy of re-establishing Indian control over the affairs of 
Indian communities. Until recently, this process consisted largely 
of transferring the responsibility for administering government pro- 
grams and services to Indian Councils. While this process made 
the delivery of program services more responsive to community 
needs and helped to develop administrative and management skills 
in Indian communities, it only provided limited real authority and 
flexibility in designing and managing programs and services. 

Government program authorities could only allow Indian Coun- 
cils to administer programs according to federal program require- 
ments and severely restricted them in the degree to which funds 
provided for one purpose could be used for another. As a result, 
Indian Councils were directly responsible and accountable to gov- 
ernment departments for the way in which funds were used, and 
accountable only to a lesser degree to their own people. 

The Report of the Special Committee on Indian Self- 
Government (Penner Report) published in October 1983 and 


Canada’s response, agreed that this situation was unacceptable and 
changes must occur with respect to Indian autonomy. 

Alternative Funding Arrangements represents one method for 
providing Indian Councils with the expanded authority to manage 
the affairs of their people. 

The Penner Report recommended that in order to establish 
Indian Government, action should be taken in three areas: 
® Constitutional amendments, to entrench the right of Indian peo- 

ples to self-government in the Constitution of Canada; 
® Indian Self-Government legislation to recognize First Nations and 

to establish the legal framework for their operation; and 
® Any administrative or policy changes that are possible under exist- 
ing legislation and that would enhance self-government. 

Alternative Funding Arrangements are part of the third cate- 
gory of actions described by Penner. 

This third category is not a substitute for legislative or constitu- 
tional action to establish Indian Self-Government. The develop- 
ment of self-government legislation and the financial arrangements 
which would apply under such legislation are not a part of this 
initiative and will proceed separately. 

Similarly, Alternative Funding Arrangements are not a part of, 
or a substitute for any Indian Government rights which may be 
acquired through comprehensive claims settlement. 

Instead, Alternative Funding Arrangements provide a method 
for Indian Councils to have expanded authority to manage the 
affairs of their people. 

Many Bands may wish to make the change to Indian self-gov- 
ernment in two phases; the Alternative Funding Arrangements 
being the first, and Indian self-government legislation being the 
second. It should be noted, however, that Alternative Funding 
Arrangements are optional and not a required step on the way to 
self-government legislation. 
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Alternative Funding 
Arrangements: A Description 


Alternative Funding Arrangements represent a major change in 
the administrative practices of the Department of Indian and 
Northern Affairs. 

In November 1985, Cabinet approved a policy enabling Indian 
Councils to assume a greater role in operating federally-sponsored 
programs. Authority was given for the Department to enter into 
funding arrangements which would transfer to Indian Councils the 
responsibility for the management of programs. Subsequently, 
Treasury Board approved the terms and conditions under which 
the funds should be transferred. 

The objective is to transfer the responsibility for the design of 
programs and for the establishment of priorities to Indian Coun- 
cils, while at the same time making Indian leaders more responsi- 
ble to their membership for the management of resources and the 
development of their communities. This will result in establishing 
a new relationship between the Minister and Indian people. 


Main Features 
The main features of Alternative Funding Arrangements are: 


@ The accountability of the chief and council to their Band mem- 
bers is enhanced. 


@ The Minister’s accountability to Parliament remains intact. 


@ Indian Bands may modify and re-design federally-funded pro- 
grams, in a way more.appropriate to their community needs and 
priorities, as long as minimum program requirements are met. 

@ Bands have the flexibility to transfer funds between programs, 
with the exception that capital cannot be transferred to opera- 
tions and maintenance. 

@ It is possible to have agreements for periods of up to five years, 
subject to annual appropriations. 

Alternative Funding Arrangements are a government response 
to initiatives and views put forward by Indian people across the 
country. It changes the relationship between Indian Bands and 
DIAND due to the wider scope given to Bands to manage their 
own affairs. 

The Minister’s accountability to Parliament is unchanged, but 
the method by which he exercises this accountability is changed. 
The Minister’s accountability will be exercised by ensuring that 
Indian Councils entering this arrangement have the capability to 
manage resources, have an appropriate system of accountability to 
their membership, make provision for expanded audit reports for 
the expenditure of funds, and complete a process for remedial 
action if this becomes necessary. 

Indian Councils will be accountable to their membership for the 
development of programs and the management of resources while 
at the same time be responsible to the Minister for the prudent, 
efficient and effective use of resources approved by Parliament for 
achieving broad policy objectives. 


Community Re-Design of Programs 

Under Alternative Funding Arrangements, Indian Councils have 
greatly expanded authority to develop policies which reflect their 
own needs and the values of the local community. They can re- 
design programs to meet those needs and adopt suitable standards 
that are acceptable to the community. For some activities mini- 
mum program requirements are necessary to meet the Minister’s 
on-going responsibilities due to treaties, the Indian Act, and the 
Minister’s accountability to Parliament. 


Transferability of Funds 
Bands have flexibility to allocate funds in accordance with their 
own community priorities and funds will be used at the discretion 
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of the Band. If the Band’s priorities change within the period of 
the funding arrangement, they can reallocate funds between pro- 
grams without obtaining permission from the Department. 

However, capital funds must be used exclusively for the con- 
struction or purchase of capital assets. Transfers of capital between 
program activities are permitted and operations and maintenance 
funds may be transferred to capital programs, but not capital funds 
to operations and maintenance. Bands have authority to approve 
individual capital projects up to $1.5M. They have the flexibility 
to decide which capital projects can be funded. Such projects 
include housing, community facilities, infrastructure systems, small 
education projects and the purchase of equipment. 

Capital projects exceeding $1.5M will be treated on a specific 
project basis in accordance with the policy for such projects out- 
side Alternative Funding Arrangements. 


Multi-Year Funding Agreements 
The funding arrangement provides for multi-year funding agree- 
ments which will enable Indian Councils to plan long-term pro- 
grams with the relative certainty that funds will be available (sub- 
ject to annual appropriation by Parliament). This permits Indian 
Councils to establish priorities and rearrange the application of 
funds over a longer period of time. For example, Bands may wish 
to allocate all funds to one project in a given year, and then to 
another in following years. Indian Councils are permitted to retain 
surpluses which may accrue from year to year and to retain unspent 
balances. 

Multi-year arrangements will provide for adjustment factors 
based on price and volume, and other approved formulas for ad- 
justing program costs. 


Indian Councils 

Indian Councils are responsible for overall program delivery, which 
includes the development of internal policies, program specifica- 
tions and standards, operational procedures and financial account- 
ability criteria consistent with their own concept and philosophy 
of local government. Also included in the responsibilities of Coun- 
cils is the establishment of effective decision-making processes and 
internal management and administrative systems with clear lines 
of accountability to the band electorate. 
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Implementing Alternative Funding 
gements 


Development and implementation of Alternative Funding 
Arrangements is a shared responsibility of Indian Bands and de- 
partmental field and headquarters personnel. 

Any Bands may apply for entry into Alternative Funding 
Arrangements. A departmental committee composed of senior re- 
gional officials will review applications and determine plans of 
action for each application. These plans may call for the negotia- 
tion of the terms of an agreement or the establishment of a man- 
agement development training plan. 

Prior to negotiations, the Department determines the amount of 
funding available for those departmental programs and services 
which are included in Alternative Funding Arrangements. This 
information is shared with the Indian Band. 

Bands operating under Alternative Funding Arrangements do 
not receive more funds than they would if they remained outside 
the initiative. However, through good planning and management 
they will be able to obtain greater benefit from these funds. 


Entry Process 

A process is necessary to determine which Bands are eligible for 
entry in Alternative Funding Arrangements. It facilitates the entry 
of those Bands ready to take on the additional responsibilities. For 
other Bands, the screening process identifies their management 
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development requirements. Bands applying for entry should dem- 
onstrate their management and administrative strengths, and their 
commitment to using Alternative Funding Arrangements to meet 
community needs and priorities as efficiently and effectively as 
possible. 

Entry requirements are not intended to place excessive demands 
on Bands. They are reasonable indicators of Band competence in 
the management of programs and funds, including the importance 
of accountability and the necessary reporting mechanisms. 

Many Bands are already successfully managing all or most of 
their program funds and should have no problem showing their 
readiness for Alternative Funding Arrangements. However, having 
a good track record alone is not necessarily a pre-requisite for 
entry. For example, a Band may have qualified audit reports but 
still be accepted for Alternative Funding Arrangements if it has, 
and is acting on, a plan to rectify its problem. 


Implementation of the Agreement 

Bands assume full responsibility for services in accordance with 
terms and conditions of their agreement. Departmental officials 
are available to Bands in an advisory capacity, upon request from 
the Band. The Department’s responsibility is to provide funds and 
fulfill other obligations contained in the agreement. 


Audit Review 
There is no detailed monitoring by the Department. 

All Bands in Alternative Funding Arrangements are required to 
submit an audited annual report to the Department the date of 
which will be negotiated with the bands. This audit is performed 
by an accredited auditing firm acceptable to the Indian Council 
and the federal government. An audit guide is provided to the 
auditing firm by the Department. The Department indicates to 
auditors that it will be relying on their audited statements as indi- 
cators of Bands’ managerial performances, and an assurance that 
minimum program requirements are met. 


Remedial Action 

The Minister retains the right to take action where terms and 
conditions of the agreement are not being met. Every opportunity 
will be given to the Indian Band to resolve the difficulty. As much 
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as possible, intervention on the part of the Minister will be short- 
term. Such intervention may involve an administrator, service 
contracts, or co-management with the Department. However, if 
the Band cannot resolve its problems, the Minister may rescind 
the agreement. If it is necessary for the Minister to terminate the 
agreement, decisions about the delivery of services will be made at 
that time. 
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Interdepartmental Relationships 


A number of federal departments have an interest in the develop- 
ment of alternative methods of funding Indian Bands. Health and 
Welfare Canada, Medical Services Branch, provides a direct serv- 
ice to Indian Bands and is currently developing ways and means to 
transfer health delivery services to Bands. Employment and Immi- 
eration Canada, Secretary of State, Environment Canada, Fisher- 
ies and Oceans Canada as well as some federal agencies such as 
Canada Mortgage and Housing, provide some funding to Indian 
Bands. 

From the outset, Indian Affairs has adopted the principle of an 
open exchange of information at headquarters and regional levels. 
This will ensure that all interested departments are kept informed 
of developments as they occur. 
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For More Information 


For more information about Alternative Funding Arrangements 
contact: 

Alternative Funding Arrangements 

Indian and Northern Affairs Canada 

Ottawa, Ontario 

K1A 0OH4 

Tel. (819) 994-0010 
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